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USADB 

FOR NAC AGENCIES 

E.O. 11652: N/A 
TAGS: EAID, EFIN 

SUBJECT: GUARANTEE OPERATIONS BY ADB 

REF: TREASURY 77-110 

1 . ON AUGUST 25, BOARD OF DIRECTORS APPROVED RECOMMENDATION 
REGARDING ADB GUARANTEE OPERATIONS IN PARA. 24 OF ADB WORKING 
PAPER 5-77 WITH FOLLOWING CLARIFICATORY AMENDMENTS: 

A. REPLACE SUB-PARAGRAPH (B) BY FOLLOWING: QUOTE (B) 

THE BANK BE PREPARED TO CONSIDER, ON ITS MERITS, AND IN 
PARTIAL SUBSTITUTION FOR A DIRECT LOAN, ANY PROPOSAL THAT 
MAY BE RECEIVED FROM A POTENTIAL BORROWER FOR THE USE OF THE 
GUARANTEE MECHANISM IN A SPECIFIC MAJOR PROJECT (AS FOR 
INSTANCE, A LARGE INDUSTRIAL PROJECT INVOLVING REGIONAL OR 
SUB-REGIONAL ECONOMIC COOPERATION) WHERE THE BANK WOULD BE 
PREPARED TO CONSIDER A LOAN AND WHERE THE TOTAL FOREIGN 
EXCHANGE COST OF THE PROJECT IS VERY HIGH AND CANNOT BE FULLY 
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FINANCED THROUGH CO-FINANCING ARRANGEMENTS. UNQUOTE. 

B. ADD FOLLOWING NEW SUB PARAGRAPH (D): QUOTE (D) 

IN THE MEANTIME, THE BANK CONTINUES TO ASSIST DMCS IN 
OBTAINING IN SUITABLE CASES CO-FINANCING ON REASONABLE 
TERMS INCLUDING CO-FINANCING WITH COMMERCIAL BANKS ON 
THE BASIS OF THE OPTIONAL CROSS-DEFAULT CLAUSE; UNQUOTE. 
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C. REDESIGNATE EXISTING SUB-PARAGRAPH (D) AS SUB- 
PARAGRAPH (E). 

2. AMENDMENT TO SUB-PARAGRAPH (B) WAS AGREED BETWEEN USADB 
AND BANK IN RESPONSE TO WASHINGTON REQUEST PER REFTEL TO 
CLARIFY THAT NO ADDITIONALITY IS CONTEMPLATED. WE BELIEVE 
THAT SUB-PARAGRAPH (B) FULLY MEETS U.S. OBJECTIVE IN THAT 
IT IS EVEN MORE RESTRICTIVE THAN LANGUAGE RECOMMENDED BY 
WASHINGTON, SINCE GUARANTEE PROGRAM WOULD BE LIMITED TO 
UNUSUALLY LARGE PROJECT AND ONLY WHEN IT COULD NOT BE 
FINANCED THROUGH CO-FINANCING ARRANGEMENTS. 

EDMOND 
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